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DEPARTMENT OF HEALTH AND HOSPITALS
BATON ROUGE MAIN OFFICE OPERATIONS
STATE OF LOUISIANA
Baton Rouge, Louisiana

As part of our audit of the State of Louisiana’s financial statements for the year ended June 30,
2002, we considered the Department of Health and Hospitals’ (Baton Rouge Main Office
Operations) internal control over financial reporting and over compliance with requirements that
could have a direct and material effect on a major federal program; we examined evidence
supporting certain accounts and balances material to the State of Louisiana’s financial
statements; and we tested the department’s compliance with laws and regulations that could
have a direct and material effect on the State of Louisiana’s financial statements and major
federal programs as required by Government Auditing Standards and U.S. Office of
Management and Budget Circular A-133.

The Annual Fiscal Reports of the Department of Health and Hospitals (Baton Rouge Main Office
Operations) are not audited or reviewed by us, and, accordingly, we do not express an opinion
on these reports.  The department’s accounts are an integral part of the State of Louisiana
financial statements, upon which the Louisiana Legislative Auditor expresses opinions.

In our prior management letter on the Department of Health and Hospitals (Baton Rouge Main
Office Operations) for the year ended June 30, 2001, we reported findings relating to improper
claims by waiver services providers, improper claims by case management providers,
ineffective controls over Medicaid cash management transactions, and an ineffective internal
audit function.  The findings relating to ineffective controls over Medicaid cash management
transactions and an ineffective internal audit function have been resolved by the department.
The findings relating to improper claims by waiver services providers and improper claims by
case management providers are addressed again in this letter.

Based on the application of the procedures referred to previously, all significant findings are
included in this letter for management’s consideration.  All findings included in this management
letter that are required to be reported by Government Auditing Standards will also be included in
the State of Louisiana’s Single Audit Report for the year ended June 30, 2002.

Improper Disproportionate Share Payments

The Department of Health and Hospitals (DHH) paid amounts to the Louisiana State
University Health Sciences Center, Health Care Services Division (HCSD) that
exceeded the maximum allowed by federal regulations for the disproportionate share
hospital (DSH) program.  The DSH program allows DHH, through the Medical
Assistance Program (Medicaid) (CFDA 93.778), to reimburse the uncompensated care
costs (UCC) to facilities that treat a disproportionate share of indigent patients.  The
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Omnibus Budget Reconciliation Act of 1993 (OBRA 1993) mandates that payments to
public hospitals under the DSH program are limited to 100% of uncompensated care
costs.  In addition, the Louisiana Medicaid State Plan, Attachment 4.19-A, Item 1, Page
10e states that DSH payments to a hospital shall not exceed the hospital’s
uncompensated care costs for the state fiscal year to which the payment is applicable.

For fiscal years 1996 through 2002, DSH payments to HCSD exceeded the supported
uncompensated care costs by $257,222,818, including federal financial participation
(FFP) of $185,605,936, which represents questioned cost.  Annually, HCSD provided an
estimate of uncompensated care costs and requested the DSH payments for each of the
nine HCSD facilities.  However, the estimated costs upon which DHH made the DSH
payments far exceeded the actual uncompensated care costs that HCSD can support.
Despite the variances between the actual and estimated costs, HCSD estimation
methodology was not adjusted.

DHH did not require HCSD to provide adequate documentation to support its estimates
of uncompensated care costs before making initial and subsequent DSH payments.  As
a result, HCSD continued to submit unsupported estimates for payment purposes
causing overpayments averaging approximately 7% per year.  The Centers for Medicare
and Medicaid Services may require DHH to refund the FFP for these overpayments.

DHH management should develop and implement additional controls over DSH
payments to HCSD that would ensure that all estimates of uncompensated care costs
could be supported by actual, allowable costs.  Furthermore, DHH should facilitate the
completion of all outstanding cost report audits and negotiate the return of any
overpayments.  Management concurred that internal controls over DSH payments to
HCSD should be strengthened noting that new internal controls are being finalized.
However, management did not concur with the reported questioned cost amount (see
Appendix A, page 1).

Additional Comments:  In a letter December 2, 2002, the Department of Health and
Human Services, Centers for Medicare and Medicaid Services, recognized DSH
overpayments to HCSD of $290,154,502.  As a result, the federal participation amount of
$210,603,335 is due to the federal government.

Improper Payments for TANF
  Initiative Recipients

DHH, Office for Addictive Disorders (OAD), failed to document and/or verify the eligibility
of certain recipients of the Temporary Assistance for Needy Families Program (TANF),
(CFDA 93.558), Women and Children’s Residential Prevention and Treatment Program.
A Memorandum of Understanding (MOU) between DHH/OAD and the Department of
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Social Services, Office of Family Support, establishes regulations and requirements for
the delivery of services and payment of invoices.  According to the MOU, recipients are
program eligible if any family member receives services from certain federal programs.
DHH/OAD is required to verify program eligibility and maintain supporting documen-
tation.  DHH/OAD contracts with seven residential providers to provide the program’s
services.  During fiscal year 2002, the program expended $1,654,818 on 529 recipients
(193 women and 336 children).

In our review of 118 recipients, 63 recipients (53%) did not have proper documentation
establishing eligibility.  The exceptions noted included the following:

•  For 23 recipients, four providers could not provide documentation of
eligibility.

•  For 27 recipients, three providers did not have documentation sufficient to
determine what date eligibility was verified.

•  For 13 recipients, two providers did not verify the recipients’ eligibility
before billing for the services provided.

Additional audit procedures were performed to determine if the 63 recipients noted
above were eligible for the program.  Of the 63 recipients, four recipients (6%) were
determined to be ineligible at the time the recipients were admitted for services.

The residential providers either failed to follow or did not understand controls established
to ensure proper eligibility determination.  In addition, DHH/OAD did not properly monitor
the providers to ensure compliance with requirements for verifying and documenting
recipient eligibility.  As a result, DHH paid providers for services on four ineligible
recipients who did not meet the requirements established for the Residential Prevention
and Treatment Program.  Accordingly, questioned costs are $12,804.

The department should ensure providers understand the program’s eligibility
requirements, ensure providers know what documentation is necessary to ensure
eligibility is properly verified, increase monitoring over the provider’s eligibility
determinations to ensure only eligible recipients are reimbursed, and review all fiscal
year 2002 eligibility determinations to ensure only eligible recipients were reimbursed.
Management concurred with the finding and recommendation and outlined a plan of
corrective action (see Appendix A, pages 2-3).
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Improper Claims by Waiver
  Services Providers

For the third consecutive year, providers of waiver services billed the Medical Assistance
Program (CFDA 93.778) for services that were not in accordance with policies
established by the DHH, Medicaid Waiver Services. Waiver services are provided to
eligible recipients under the Mentally Retarded/Developmentally Disabled (MR/DD)
Waiver Program, the Patient Care Attendant (PCA) Waiver, the Elderly and Disabled
Adult (EDA) Waiver Program, and the Children’s Choice Waiver Program.  These
services include PCA services, respite care services, supervised independent living
(SIL) services, and companion services.  Regulations and requirements for the delivery
of services and payment of claims for these waiver programs are established through
administrative rules and policy manuals developed by DHH Waiver Services.

We reviewed claims filed by three providers for 30 recipients during calendar year 2001.
For 29 of the 30 recipients, DHH made payments of $167,283 for 341 services where
the services delivered failed to meet department policies.  Specific deficiencies noted in
the review of waiver services include the following:

•  For 28 recipients, the waiver services were not delivered according to the
plan of care established by the case manager and approved by DHH
regional office staff.  Deviations from the plan of care included services
not following the schedule designed to meet the needs of the recipient
and the recipient’s family and inconsistent services that did not meet the
amount or type of services approved.  By not following the plan of care,
the provider may not be meeting the medical needs of the recipient and
may be providing services based on its own scheduling convenience.

•  For 22 recipients, the providers did not maintain adequate documentation
to distinguish among PCA, respite care, and SIL services.  According to
policies established for waiver programs, PCA, respite care, and SIL
services are separate services with separate hours approved and
scheduled in the plan of care.  Our review of recipient files revealed that
the providers made no distinction among these services, supporting all
with the same general progress note and giving no consideration as to
whether or not the primary caregiver was available.

•  For eight recipients, two providers did not maintain any progress notes to
describe the services provided and support the claims filed.  Without
adequate progress notes, the quality and sufficiency of the care cannot
be determined.
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•  For three recipients, hours of service were billed that exceeded the
amount that could be adequately supported by the provider’s
documentation.

•  For two recipients, no plan of care was present in the recipient’s file to
support the claims filed.  Without an approved plan of care, the provider
had no description or schedule of services to provide.

•  For one recipient, the service provided was not available for the days
billed since the recipient was in the hospital at the time.

•  In two instances, one provider employee provided care for two waiver
recipients in the same household.  For the hours of service provided by
the employee, the provider billed hours as if providing separate services
to each recipient, resulting in being paid for two hours for every hour
worked.

These conditions occurred because waiver services providers failed to follow established
agency regulations for providing services according to the plan of care and adequately
documenting those services.  As a result of the exceptions noted above, providers were
paid for erroneous claims, and waiver recipients did not receive needed services.
Accordingly, questioned costs were $167,283, which include $117,600 of federal funds
and $49,683 of state matching funds.

DHH should (1) increase monitoring by department personnel and case managers to
ensure that plans of care are followed and needed services are provided; (2) educate
providers on how to distinguish between services and maintain adequate documentation
through improved progress notes; and (3) establish adequate control to ensure that only
appropriate claims for waiver services are paid to providers.  Management concurred
with the finding and recommendation and outlined a plan of corrective action (see
Appendix A, pages 4-7).

Improper Claims by Case
  Management Providers

For the second consecutive year, providers of case management services billed the
Medical Assistance Program (CFDA 93.778) during calendar year 2001 for services that
were not in accordance with policies established by the DHH, Medicaid Waiver Services.
Case management services are provided to qualified recipients participating in DHH
waiver services programs.  Regulations and requirements for the delivery of services
and payment of claims for waiver services and case management are established
through administrative rules and policy manuals developed by DHH Waiver Services.
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Generally, case managers are required to (1) develop a plan of care; (2) assist the
waiver recipient in accessing needed services; and (3) monitor the providers of the
waiver services to determine that the plan of care is followed.  The requirements for
monitoring include monthly or quarterly monitoring of the providers and quarterly face-to-
face visits with the recipient that must be documented by the case manager.

In a review of claims filed by three case managers for eight of 30 recipients, claims were
filed and payments of $5,526 were made for 37 claims where the services delivered
failed to meet department requirements for monitoring.  The errors noted included the
following:

•  For six recipients, the case manager’s documentation of the monthly or
quarterly monitoring of providers was incomplete.

•  For one recipient, the quarterly face-to-face visits with the recipient were
not conducted.

•  For one recipient, both the monitoring of providers and the quarterly face-
to-face visits with the recipient were not conducted.

The department failed to establish and implement necessary internal controls over the
payments for case management services.  As a result, case managers were paid for
erroneous claims when the required monitoring services were not performed.
Accordingly, questioned costs were $5,526, which include $3,885 of federal funds and
$1,641 of state matching funds.

DHH should establish adequate controls to ensure that only appropriate claims for case
management services are paid to providers and that required monitoring of providers
and face-to-face visits with recipients are performed and documented.  Management
concurred with the finding and recommendation and outlined a plan of corrective action
(see Appendix A, pages 8-10).

Medicaid Provider Overpayment Errors

DHH understated the balance of provider overpayments in the Medical Assistance
Program (CFDA 93.778, Medicaid) by $532,011 and did not return an estimated
$374,003 in federal financial participation (FFP) for this overpayment to the Centers for
Medicare and Medicaid Services.  The Code of Federal Regulations (42 CFR 433.300-
433.320 and 433.40) requires that in most cases states are to refund the federal share of
identified provider overpayments to the federal government within 60 days of
identification of the overpayment, regardless of whether the overpayment was collected
from the provider.



LEGISLATIVE AUDITOR

DEPARTMENT OF HEALTH AND HOSPITALS
BATON ROUGE MAIN OFFICE OPERATIONS
STATE OF LOUISIANA
Management Letter, Dated January 9, 2003
Page 7

Some provider overpayments are identified by the Medicaid Fraud Control Unit (MFCU)
operated by the Louisiana Attorney General (AG) who prosecutes Medicaid providers
suspected of committing fraud in the program.  When the court enters a judgment
against a provider, the AG maintains the account and monitors the collection of the
outstanding balance.  Once the judgment is entered and the balance owed by the
provider is determined, DHH is responsible for reporting the balance and returning the
FFP.  Audit procedures performed on identified provider overpayments disclosed four
accounts maintained by the AG that had not been reported by the department.  The
judgment for one of these accounts was entered in July 2000 and the judgments for the
other three accounts were entered in July 2001.  The total of these account balances at
June 30, 2002 is $532,011, and the FFP that should have been returned is $374,003.

This condition occurred because the MFCU did not report all accounts for which
judgments had been rendered to DHH.  Because the MFCU did not accurately report
provider overpayments, DHH could not comply with federal regulations that require a
refund to the federal government within 60 days.  This results in questioned costs of
$374,003.  In addition, the federal government may impose penalties because of
noncompliance with cash management regulations.

DHH should strengthen controls to ensure that accounts maintained by the AG are
reported to DHH and that the federal share of these payments is returned in accordance
with federal regulations.  Also, the MFCU should ensure that all accounts for which
judgments have been rendered are reported to DHH.  Management concurred with the
finding and recommendation and outlined a plan of corrective action (see Appendix A,
pages 11-12).

The recommendations in this letter represent, in our judgment, those most likely to bring about
beneficial improvements to the operations of the department.  The varying nature of the
recommendations, their implementation costs, and their potential impact on the operations of
the department should be considered in reaching decisions on courses of action.  Findings
relating to the department’s compliance with applicable laws and regulations should be
addressed immediately by management.
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This letter is intended for the information and use of the department and its management and is
not intended to be and should not be used by anyone other than these specified parties.  Under
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to
appropriate public officials.

Respectfully submitted,

Grover C Austin, CPA
First Assistant Legislative Auditor
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Appendix A

Management’s Corrective Action
Plans and Responses to the

Findings and Recommendations


























